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RWANDA KEY ECONOMIC INDICATORS 


Exchange Rate. U.S. $1.00 = RwR 91 


1974 1975 > 
ITEM (million) (million) Change 


Ww 


GNP (est.) N/A 

Per capita GNP (est.) ($) N/A 

Money supply (on 12/31) 59.6 

Foreign exchange holdings 
(on 12/31) 

Balance of Payments 

Public debt outstanding 
(on 12/31) 

External debt (on 12/31) 

Government expenditure 

Government revenue 

Total exports (f.o.b.) 

Exports to U.S. 

Total imports (c.i.f.) 

Imports from U.S. * 

Balance of trade 

Consumer Price Index (1970 =100) 148. 
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The largest item was used clothing. Next 
importance were cereals, flour, vegetable oils 
(under the PL 480 program), vehicles, machines. 


Production (in tons) and Exports (by value in US$ millions): 


1974 
Prod. Exports 


Coffee 14 ,062 

Tea (dried) 3,433 

Cassiterite 1,982 

Wolfram 121 

Pyrethrum 1,301 
(dried flowers) 





SUMMARY 


As one of the least developed of the developing countries, 
Rwanda suffers from the ills commonly associated with economies 
based primarily on subsistence agriculture, a burgeoning popu- 
lation (the highest population density in Africa), insufficient 
budgeting receipts, limited commodity exports and heavy reliance 
on foreign assistance. Rwanda is additionally handicapped by 
its land-locked dependence on inadequate and occasionally 
politically-disrupted routes to the ports of Mombasa and Dar 

es Salaam. 


Nevertheless, the return of political stability following the 
formation of the Second Republic, the implementation of a 
foreign policy which has improved former tense relations with 
immediate neighbors, the imposition of governmental discipline 
and rapidly increasing foreign assistance (particularly in 
infrastructure) are providing a base for moderate economic 
improvement. 


Specific sectors of the economy -- particularly commodity 

exports and foreign assistance projects are receiving consider- 
able investment capital. For other sectors -- notably energy 
imports, inflation, consumer goods and agricultural vroduction -- 


the future poses major problems. Higher petroleum and transport 
costs have been responsible for a significant deterioration in 

the balance of payments current account, the effects of which 

have been offset, at least temporarily by substantial capital 
inflows from foreign assistance. A growing debt servicing schedule 
is expected to exert even greater pressure on external finances. 


Within this context and Rwanda's relatively open economy, US 
business firms have some opportunities. Infrastructure projects 
such as roads provide prospects for capital goods; there is a 
need for commercial capital (bank loans) and services (such as 
air cargo), and the possibility of private investment in export 
commodities (such as tea) as well as energy and tourism projects. 
Rwanda recently joined the International Finance Corporation 
(IFC) and the first American vrivate,investment (a tea factory) 
is underway. The US continues to be the major purchaser of 
Rwandan coffee and tea and a major supplier of one of the 
largest imports -- simple clothing. 





CURRENT SITUATION AND ECONOMIC TRENDS 


The Overall Economy -- Basic Structural Problems 


As one of the smallest and poorest nations in Africa, Rwanda 
continues to be subjected to a number of chronic problems which 
are severely restricting the economy's development potential. 
Although some Rwandan planners and foreign assistance experts 
believe headway was made in 1975 and 1976, marginal improvements 
seem to be more the result of external factors e.g. higher 
coffee prices reversing the decline in the terms of trade, than 
in having found solutions to basic structural problems. 


Over ninety percent of the labor force of 1.8 million is engaged 
in agriculture, overwhelmingly on the subsistence level. Rwanda's 
burgeoning population has grown at an average annual rate of 3.2 
percent for the past 25 years making it Africa's most densely 
populated nation. Virtually all arable land is occupied (the 
urban population is less than 5 percent) and the absence of modern 
farming methods is causing soil exhaustion and a decline in crop 
yields. Long term solutions lie in the adoption of a national 
demographic policy and a dramatic increase in agricultural 
productivity. 


Rwanda's landlocked position over 1,000 miles from the nearest 
Indian Ocean port traditionally has isolated its market, limiting 
the possibilities for expansion of its miniscule industrial 
sector and caused severe dislocations with the advent of the 
energy crisis. Transportation costs doubled in 1975 and with the 
several week closure of the Kenya/Uganda border in mid-1976, 
economic activity briefly came to a standstill. Gasoline imports 
in mid-summer were down 63 percent from June levels, paralyzing 
domestic transport and causing severe food shortages in some 
remote areas. Over 20 vercent of the annual coffee and tea exports 
was stranded in Kigali warehouses. It was the second fuel crisis 
in six months and observers agreed that only the basic simplicity 
and low level of monetization of the economy averted a general 
catastrophe. 


The fragility of the economy has highlighted the need for careful 
planning, however the government is restricted by the lack of 
available options. Both monetary and fiscal policies are con- 
sistently expansionary apparently without regard to inflationary 
pressures. On the fiscal side, the budget is usually in deficit. 
With over half of budgetary expenditures marked for wages of the 
government's 30,000 employees (36 percent of all salaried workers 
in the country) and receipts linked mainly to customs duties, 
there has been little latitude for management innovation or 
funding for ambitious development projects. On the monetary side, 
the interest rate structure has not changed in years and bank 





credit is generally linked to the size of the coffee crop. 


The government of the Second Republic which has been in power three 
years is earnestly committed to rapid development and is seriously 
attempting to find solutions to the economy's structural problems. 
After years of neglect, the emerging demographic crisis is now 
being discussed by a national commission. There is a concensus 
that something must be done and, while there is widespread dis- 
agreement on courses of action, it is likely that during the 

coming five year planning period specific measures will be adopted 
to cope with the rate of population increases. Planners have 
wisely chosen to emphasize the agricultural sector in an effort to 
increase productivity and stabilize farm income rather than earmark 
scarce development funding for showcase industrial projects. 


Foreign Assistance 


The World Bank and several bilateral donors are financing innovative 
projects in the agricultural sector. A $1.2 million United States 
project in food storage and marketing, for example, is designed to 
minimize seasonal fluctuations in prices of three staple crops, 
stabilizing farm income and encouraging greater production. To 
overcome its vulnerability to Ugandan border closures Rwanda is 
attempting to diversify its access routes to the sea by building 


a $22 million road (financed by a loan from the Peoples Republic of 
China) to the Tanzanian border and requesting assistance from the 
European Development Fund for continuation of the road to the 
central Tanzanian railhead connection with the port of Dar es Salaam. 
Other development plans are aimed at the creation of fuel and other 
buffer stocks as a reserve against future shortages. 


With development funding requirements far outstripping domestic 
investment capabilities, the role of foreign assistance is critical 
to the nation's finances. Balance of payments data for 1975 reflect 
capital inflows of $72.5 million from foreign governments -- the 
equivalent of Rwanda's merchandise import bill for the same year. 
Record coffee prices and exports combined with a carryover of pay- 
ments for some 1974 shipments into 1975 accounts to more than 

double international reserves at the end of the year. It is not 
expected, however, that foreign aid will lose its role as a major 
source of foreign exchange in the immediate future. In an effort 

to assure an increasing flow of assistance, the government intends 
to organize a donor round table meeting in December. The major 
contributor to the aid program with one third of the total is 
Belgium. Most of the technical assistance experts also come from 
that country. The European Development Fund (Common Market) and the 
International Development Association of the World Bank provide 

an additional third combined. Multilateral assistance is concentrated 
in major capital projects such as road construction and electrifi- 
cation although other fields including agricultural and educational 
reform are also receiving substantial funding. 





The Export Sector 


Coffee, cassiterite, tea, pyrethrum and wolfram (in that order) are 
Rwanda's major -- and virtually only -- export businesses. Record 
Arabica coffee prices could result in export receipts of about $32 
million in 1976. Rwanda has one of the world's most ideal climates 
for tea cultivation which is expanding rapidly through public and 
private investment. With the construction additional factory faci- 
lities, exports should increase significantly in the next 3 to 5 
years enabling tea to overtake cassiterite as the country's second 
major export. The mining sector continues to be in need of new 
investment. After two years of poor performance, cassiterite 
exports regained 1972 levels. An improvement in world tin prices 
this year should provide higher industry returns. The pyrethrum 
industry is still in the throes of a reorganization, however, 
exports'continue to increase. Important trade discussions are 
underway which exporters hove will provide a major stimulus to 
pyrethrin extract production in 1977-78. 


Industry 


With the exception of the tin and wolfram mines and a Belgian-owned 
brewery (fueled in part by a methane gas pilot plant on Lake Kivu) 
industry is virtually non-existent in Rwanda. A few small plants 
manufacturing such products as banana wine, textiles and soap are 
under construction but the limited availability of investment 
capital and skilled labor combined with a small market severely 
restrict growth prospects. Belgium and Libya are financing hotel 
construction in the capital and game park, With an excellent 
climate and spectacular scenery there are hopes that once the 
infrastructure is in place, tourism will become an important foreign 
exchange earner. 


IMPLICATIONS FOR THE UNITED STATES 


In spite of its precarious developmental position, American 
investors and traders can find attractive business opportunities 
in Rwanda if they are willing to be improvisational and persistent. 
Traditional commercial tools of market surveys, consumer profiles, 
etc. are generally not available and the lack of Rwandan 
familiarity with many US business practices requires a patient 
approach. 


Investment 


Rwanda is particularly interested in private investment. The 
Foreign Investment Code, under revision, is liberal and both 
government and consumers are favorably disposed toward Westerners. 
In November 1975, Rwanda became a member of the International 
Finance Corporation with membership providing investor services 





in the private sector including project identification. Areas of 
possible interest include foreign assistance related projects 
such as road construction. The growing tourism industry could 
also be attractive to US firms. However, Rwanda's isolation, 
limited paved road network and lack of many amenities expected by 
today's traveler counsel installations on a modest scale. 


Trade 


American export sales opportunities continue to center on used 
clothing and prospects for continued mid-term growth are good. 

In the longer term, Rwanda's embryonic textile industry will 
displace a portion of these sales. The US continues to be Rwanda's 
largest customer, taking 49 percent of exports in 1975 through 
coffee, tea and pyrethrum purchases. While US annual purchases 
vary marginally, there is no reason to assume in the near future 
any major shift in the market share. 


Services 


American firms providing technical services such as project 
Management contracts (particularly in the agricultural sector 
which is receiving major bilateral and multilateral attention) 
have opportunities. Other potential services include air 
shipment of key exports and imports in order to bypass dif- 


ficult overland conditions. Air shipment is considered potentially 
profitable and experimental shipments of tea, pyrethrum, vegetables, 
flowers and even ores have occurred. 
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TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
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